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SUMMARY: Dutch GNP in 1981 declined by about 1 percent in real 
terms and unemployment rose to a new postwar record. 
Expenditures by consumers and investors alike were down 
markedly but this decline was largely in products, which the 
Dutch import. AS a consequence, merchandise imports rose only 
8 percent in value (and actually declined in volume terms) in 
1981 and the current account of the balance of payments moved 
into a substantial surplus position. These trends (declining 
consumption and investment, rising unemployment, and a current 
account surplus) are expected to continue, although at a more 
moderate rate in 1982. The official forecast is that GNP in 
1982 will be about the same as in 1981. 


The inflation rate in 1981 was 6.7 percent and unit labor costs 
rose by about 4 percent, both relatively low when compared with 
most other OECD countries. The current account surplus helped 
the Dutch guilder to remain one of Europe's strongest 
currencies, and this strength, along with softening interest 
rates in the Netherlands' most important trade partner, West 
Germany, has allowed the Dutch to permit their interest rates 
to fall. 


The Netherlands' major economic task, widely viewed as 
structural, is stopping, and eventually reversing, the steady 
rise in the public sector share of GNP in order to increase 
profitability and give incentives to work and investment. 
Accomplishing this will be difficult because the government's 
costly social welfare programs are politically popular; this 
difficulty was compounded in 1981 by the economic stagnation 
and rising unemployment. Nonetheless, elections in 1981 and 
1982 suggest declining public support for continuation of 
social programs at the current very expensive levels -- and the 
public spending this implies. In April the government approved 
in principle a package of measures aimed at reducing the size 
of the government deficit by $1.2 billion in 1982 and by $3.2 
billion in 1983. Whether the cutbacks necessary to achieve 
these economies can be implemented, especially in the face of 
rising unemployment, is still uncertain. 


Favorable fundamental factors of geography and capital stock, 
together with short term improvements in some items, such as 
lower interest rates and wage restraint provide a basis for 
optimism above the continued trend of the Dutch economy. There 
is clearly still time for the Dutch to undertake measures to 
ensure resumption of balanced economic growth, and the hope is 
that if implemented, the recently approved budget-cutting 
measures will be the beginning step in the right direction. 





The economic weakness in 1981 affected U.S. exports to the 
Netherlands which fell by one percent in value from the 1980 
level. Nonetheless, the United States experienced a 
substantial bilateral trade surplus with the Netherlands which 
continues to be one of the most important foreign markets for 
U.S. products. U.S. investors in the Netherlands have found 
that economic conditions have limited their flexibility to 
curtail operations and reduce work forces, and worker 
resistance to plant closures has proved costly in some cases. 
Overall, however, the Netherlands continues to have a favorable 
environment for investment and trade, and the intended 


structural economic reforms, if implemented, could improve the 
business climate in the Netherlands. 


I. CURRENT ECONOMIC TRENDS IN THE NETHERLANDS 


1981: A RECESSSION YEAR. Real gross national product in the 
Netherlands in 1981 fell 1 percent as sluggish economic 
conditions persisted throughout the year. As a result, 
unemployment increased from 5.8 percent to 9.1 percent of the 
labor force. This negative growth ranks the Netherlands near 
the bottom of the OECD countries which, as a group, experienced 
slightly positive real growth in 1981. Slow growth in Europe 
and the United States, stagnation in world trade, and reduced 
domestic demand were the main causes of the downturn. Real 
disposable income of the typical worker declined about 3 
percent last year, causing a major drop in retail sales, 
especially of consumer durables which fell by 7 percent in 
volume. Total private consumption was 2.5 percent below the 
1980 level. Corporate investment was down significantly and 
inventories were reduced by more than $1.6 billion, an amount 
far larger than the $200 million of destocking which occurred 
in the recession year of 1975. There was a slight rise in 
government consumption, but overall national expenditure fell 
by an estimated 5 percent, also an amount far greater than in 
1975. Export volumes were marginally stronger during the year 
and this provided some offset to flagging internal demand. The 
downturn in national expenditure was largely on imported items; 
domestic output was spared a major overall downturn. 
Nonetheless, production was soft throughout the year and 
several industrial sectors were down significantly. 
Manufacturing output in 1981 fell by 1 percent below the 1980 
level, while mining (mainly natural gas) and utilities' output 
fell by 8.6 percent and 1.8 percent respectively. 





UNEMPLOYMENT UP SHARPLY BUT WAGE COSTS EASE. Economic 
Stagnation, aggravated by labor market conditions, caused 
unemployment to raise rapidly throughout the year, so that by 
December the seasonally-adjusted number of unemployed was 
almost 50 percent greater than a year earlier. The 
unemployment rate (seasonally-adjusted) rose to 10.6 percent by 
February 1982, and no significant amelioration is expected, 
despite employment boosting efforts by the government. Various 
factors tended to increase the labor supply and are expected to 
continue. Therefore, high unemployment will be a persistent 
problem even with cyclical improvement in the economy. 


Government controls on wages were invoked in 1981 and again in 
1982. Wage control measures have become an almost standard 
policy tool in the Netherlands and are resented by employer and 
employee alike. The 1981 measures reduced vacation allowances 
and held scheduled cost-of-living increases to slightly below 
the actual rise in consumer prices. AS a consequence, average 
industrial labor costs rose by only about 4 percent in 1981 
which, when coupled with a slight rise in productivity in the 
manufacturing sector, held the rise in unit labor costs to 
about 4 percent for the year for Dutch manufactured products. 
This was the third successive year for a relatively low rise in 
labor costs and has yielded a significant improvement in the 
competitive position of Dutch goods. It could provide the 
basis for strong export-led growth if world economic conditions 
improve. However, the wage control measures also distort 
efficient resource allocation with negative long-run economic 
consequences. 


INFLATION MODERATE. Depressed consumer demand, combined with 
moderate price rises in key neighboring countries, a softening 
of petroleum prices, moderation in wage increases, and an 
appreciation of the Dutch guilder, all served to hold down 
inflationary pressures in the past 12 months. The Dutch index 
of consumer prices rose by 6.7 percent last year, about the 
same as the 6.5 percent rise in 1980. The increase is largely 
attributable to the 15 percent rise in import prices. An 
expected moderation in import prices, and continuation of the 
other factors mentioned above has caused the official Dutch 
economic forecasting agency to project an inflation rate of 
about 6 percent in 1982. 


INVESTMENT: A MAJOR WEAK SPOT. Gross investment declined for 
the second consecutive year, with the largest decline in fixed 
capital investment for plant and equipment. Real P&E 
investment declined by 2 percent in 1980 and another 14 percent 


in 1981. A further slight decline is forecast for 1982. 
Contributing to the sharp downturn in investment were declining 





corporate profits, substantial excess capacity, and high 
interest rates. Pessimistic business expectations, and other 
factors such as continuing, relatively high labor costs, mature 
market structure etc., also have had an impact on investment 
decisions. Nineteen eighty-one also witnessed a $1.2 billion 
drop in business inventories. This large destocking was partly 
due to normal, recession-induced drawdowns, but was exacerbated 
by unusually high costs of holding inventory. World energy 
market developments also triggered the drawdown of oil stocks. 
Investment by the government sector also declined in 1981, as 
did real investment in housing, reflecting the soft conditions 
in the Dutch real estate market, and the fact that a surge in 
housing starts (up from 106 thousand in 1980 to 120 thousand) 
was largely for less expensive, publicly-subsidized dwellings. 
Starts of privately-owned and financed houses declined from 18 
thousand in 1980 to 8,300 in 1981. Government support for the 
housing industry will grow in 1982, and a recent fall in 
mortgage rates may provide a further stimulus to the housing 
sector. 


CURRENT ACCOUNT IN SURPLUS - THE FIRST SINCE 1977. The Dutch 
balance of trade showed a sharp reversal in 1981 as depressed 
internal demand caused imports to fall in volume terms and to 
rise by only 8 percent in value, while merchandise exports rose 
by 16 percent. Exports of manufactured goods increased by 15 
percent and agriculturual products by 17 percent, while the 10 
percent downturn in the volume of natural gas exports was more 
than offset by a 50 percent rise in the export price of Dutch 
gas, bringing the 1981 gas export value up 32 percent to $6 
billion. Imports fell across a range of products, but the drop 
was more pronounced for investment goods than consumption 
goods. The merchandise trade balance in 1981 was in surplus by 
$1.8 billion (cash basis), the first surplus in 4 years. The 
trend of a steadily declining surplus on the service account 
was reversed in 1981 as the surplus rebounded to $2.3 billion 
from the $1.4 billion level in 1980. Net receipts for 
transportation services rose by almost 17 percent despite the 
declining volume of trade through Rotterdam and Amsterdam, 
while tourism expenditures by Dutch travelers fell for the 
first time in many years, 


Overall, the Dutch current account was in surplus by $3.4 
billion on a transactions basis versus a $1.8 billion deficit 
in 1980. The official forecast for 1982 projects a modest 
improvement in the terms of trade and a current account surplus 
of about $6 billion. The change in the balance of payments 
current account reflects a marked though undoubtedly temporary, 
downturn in Dutch propensity to import and to travel abroad. 
Moreover, a major contributor to the surplus -- the lower 





imports of merchandise, especially investment goods -- is more 
indicative of the Netherlands' economic malaise than of any 
fundamental economic strength. A much needed upturn in 
investment would bring about a rise in imports of investment 
goods, while a rise in real disposable income would undoubtedly 
lead to increased tourism spending by the peripatetic Dutch, 
and to a surge of consumer goods imports. 


In 1979 the monetary authorities financed a current account 
deficit by relaxing restrictions over capital inflows. The 
inflow on capital account continued through 1980, but when the 
current account progressively strengthened during 1980 and 
1981, the monetary authorities encouraged a reversal of the 
capital account position and in 1981 the Netherlands resumed 
its traditional capital exporting role. Outward direct 
investment in 1981 rose to $2.0 billion versus $1.1 billion in 
1980 and the net inflow of portfolio investment fell by 60 
percent, to $1.0 billion. The fall in portfolio inflows was 
largely a result of declining sales of Dutch corporate bonds, 
probably because of relatively more attractive interest rates 
available in the United States. Overall, the capital account 
was in deficit by $2.2 billion in 1981. The basic balance of 
the current and capital account showed a modest surplus of 
about $200 million, but significant outflows in the banking 

caused official reserve holdings (excluding valuation 
changes) to fall by $600 million. 


GUILDER REMAINS STRONG. The rising current account surplus and 
the perception that the monetary authorities would be able to 
maintain restrictive policies made the guilder one of the 
strongest currencies in the European Monetary System during 
1981 and so far in 1982. The currency realignments within the 
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EMS in October 1981 and February 1982 strengthened the guilder 
against all EMS currencies except the DM. The Dutch monetary 
uthorities took advantage of the strength of the guilder and 
weakness of several other EMS currencies to reduce interest 
es earlier this year to somewhat below German rates and this 
contributed to the guilder slipping below the DM in the EMS. 


With continued monetary and fiscal restraint, low inflation, 
and a growing current account surplus, the guilder will 
undoubtedly remain one of the strongest currencies in Europe in 
1982. Last year, the guilder/dollar exchange rate averaged 
about 2.50 Dfl = $1 but varied widely from a low of 2.10 Dfl = 
$1 on January 7, to a high of 2.86 Dfl = $1 on August 11. 
Expectations of a strengthening of the guilder (and other EMS 
currencies) vis-a-vis the dollar have not materialized as high 





interest rates and slower-than-expected recovery from recession 
in the United States, and economic and political developments 
in Europe have kept the dollar strong. Assuming lower interest 
rates and an upswing in the U.S. economy in late 1982 the 
guilder should strengthen, perhaps considerably, over recent 
quotes. 


INTEREST RATES DECLINE. Although the Central Bank continues to 
pursue a policy of only moderate expansion of the money supply, 
there has been a substantial easing in Dutch money and capital 
markets in recent months. This is the result of the improved 
current account outlook, soft credit demand, declining 
inflation, and softening interest rates in German financial 
markets. The lower rates come as welcome relief to 
hard-pressed Dutch firms which faced record high rates last 
year. Mortgate rates have declined steadily from a peak of 
13.5 percent in November 1981 to 10.9 percent in late April. 
Similarly, the yield on loans to public utilities have declined 
from a peak of 13.1 percent in September 1981 to 10.6 percent 
in April, and in the short-term money market, one month 
inter-bank funds were trading at 7.9 percent, down from 13.6 
percent in August 1981. Financial market analysts are 
optimistic that the strength of the guilder and the strong 
current account surplus will allow a continued softening of 
Dutch interest rates, even if rates in the U.S. remain high. A 
Significant drop in the U.S. rates would permit an even more 
pronounced downward trend in the Netherlands, with modest 
Stimulative effect for the construction and industrial 

sectors. Declining interest rates are unlikely to be an 
important boost to private consumption, however, since consumer 
credit is not as significant in the Netherlands as in other 
economies. 


GOVERNMENT GRAPPLES WITH ECONOMIC PROBLEMS. Resolution of the 
Netherlands' economic problems has been the central policy 
issue confronting the center-left coalition Cabinet since its 
formation last fall following the inconclusive national 
elections in May 1981. Slow economic growth (real growth 
averaged 1.6 percent annually in the period 1974-81, versus 5.5 
percent in 1964-73) and persistent, if relatively moderate, 
inflationary pressures were compounded in 1981 by surging 
unemployment. Despite growing recognition of the need for 
structural changes in the economy, actual agreement on 
politically controversial reform measures to modify social 
welfare programs and reduce some benefits has proved extremely 
difficult. The recent economic and political history of the 
Netherlands shows how much easier it is to extend social 
benefits when times are prosperous than it is to cut them back 
when they become difficult to afford. 





Cutting the budget deficit in 1982 to 6.5 percent of national 
income (from 8.3 percent in 1981) was a key target of the 
Finance Ministry but it has been impossible to achieve, 
primarily because of emerging shortfalls in the 1982 government 
revenues (especially in natural gas proceeds), but also because 
of the Cabinet's inability to agree on budget cuts, some of 
which are opposed within the coalition by the Labor Party. 
Provincial elections results in late March suggested a 
continued erosion of support for the Labor Party, an erosion 
which first became evident in the 1981 national elections. In 
mid-April the Cabinet finally agreed on a package of measures 
to reduce the deficit by about $1.2 billion this year and by 
another $3.2 billion in 1983. Actual implementation of cuts of 
this magnitude is another matter since they involve reductions 
in some popular social welfare programs and a small, but 
controversial, diminution in the purchasing power of minimum 
income groups. (See postscript on page 12) 


Even if the cuts are implemented, government expenditure will 
still grow in nominal terms, although at a much slower rate. 
The Cabinet also has agreed on a modest 2-year program to boost 
employment (which at best will only slow the rate of increase 
in unemployment) and on some tax relief for corporations. 
Although less than originally sought, the measures to reduce 
the growth in the budget may signal the beginning of structural 
reform and increased incentives to work and invest. Coalition 
leaders agree that this is the first important step of the 
process of economic restructuring which, over the longer term, 
will lead to a restoration of investment, employment, and 
economic prosperity. Most recognize, however, that the 
restructuring process, with the fundamental goal of increasing 
savings to finance lagging investment, will cause high 
unemployment to continue in the medium future. 


INDUSTRIAL PROBLEMS PERSIST. The problems of Dutch industry, 
which were widely discussed during the first half of 1981, have 
received less attention recently as struggles over the 
government budget have dominated the headlines. However, the 
implementation of some industrial policy proposals is planned, 
notably the recommendation to create a Company for Industrial 
Projects (MIP) through which the Government will provide risk 
capital for innovative ventures. Planners hope that the MIP 
will help alleviate the low level of investment which is 
hindering the modernization of Dutch industry into such areas 
as microelectronics and chemical specialties. One of the most 
worrisome statistics for last year was the drop in investments 
in new plant and equipment, down 14 percent in real terms from 
1980. Concern about the world economic situation, the tight 
financial picture, and poor profitability continued to limit 





the investment plans of Dutch corporations. As a consequence 
total output in manufacturing in 1981 showed a 1 percent drop 
from the 1980 level. 


Without new infusions of investment, Dutch industry will be 
unable to make a much-needed adaption to current economic 
conditions. A major portion of the Dutch industrial structure 
is the manufacture of basic chemical and petroleum products for 
further processing elsewhere in Europe. The rise in energy 
prices and other factors have increased production costs for 
these products at the same time the demand for them has been 
falling in the EC. The Dutch competitive position has been 
especially weakened by high electricity costs, almost twice 
those of West Germany. Planners hope that Dutch firms will 
move more into finished petroleum and chemical products, but 
structural factors will preclude a quick adjustment. 


Aggressive world-wide marketing has been the saving grace of 
the large food processing sector. The food, beverage, and 
tobacco sector showed a 4.1 percent increase in output during 
1981. The strong showing in this sector was assisted by 
another good year for agricultural production -- up by 4.5 
percent by volume -- of which the biggest rise was crop 
production (up 8 percent). The dairy industry showed a 3 
percent rise in production, and red meat was up 4 percent. 
Dutch agriculture is considered among the most efficient in 
Europe and the Dutch food processing and marketing industry has 
aggressively sought out new markets outside the EC, especially 
in the oil-rich countries. The electric-electronic industry, 
led by Philips, has managed to hold its own against increasing 
competition, mainly from Japan. In 1981, however, output in 
the industry showed no growth over the previous year. The 
important petroleum refining industry fell by 15 percent, a 
reflection of the reduced demand for petroleum products. In 
the chemical industry, steady sales of such products as 
fertilizers and pharmaceuticals helped offset the sharp drop in 
demand for basic petrochemicals; industry-wide output was down 
-8 percent. Rubber and plastics were down 3.2 percent. Other 
sectors which showed production drops over 1980 were building 
materials (-8.8 percent), steel and basic metals (-0.9 
percent), metal products (-3.6 percent), graphic industries 
(-4.8 percent) and textiles (-10.6 percent). Industries 
showing output gains were machinery (4 percent), transportation 
equipment (5.5 percent) and instruments (3.8 percent) as well 
as the food industry. 





The Dutch aircraft manufacturer Fokker, faced with pessimistic 
forecasts and a lack of launching orders cancelled a proposed 
partnership with McDonnell Douglas to develop a 150-seat 
commercial aircraft. Fokker is now expected to become more 
involved in the Airbus consortium. The major Dutch steel 
producer, Estel Hoogovens, is faced with a difficult breakup of 
its ten-year-old partnership with the German firm Hoesch. 
Negotiations are expected to drag on through most of this year 
and could put the Dutch firm, considered one of the most 
efficient steel producers in Europe, in serious financial 
difficulty. 


OUTLOOK FOR 1982. In the short term, the Dutch economy will be 
burdened by a fall in real disposable income for the third 
successive year, as aggregate after tax wages and transfer 
payments fall short of expected price rises. The decision to 
cut the 1982 government budget deficit by more than $1.2 
billion will have a further immediate deflationary impact, 
although over the longer term it is believed by many that 
control of government expenditures and a reduction in the 
deficit will permit greater scope for increased private sector 
investment -- a prerequisite for sustained economic 
prosperity. However, private investment is likely to fall 
again in 1982, but not as much as the 14 percent real decline 
last year. 


Earlier official forecasts of real Dutch GNP growth in the 
range of 1-2 percent in 1982 have been revised downward, and 
another year of negative growth is possible, although expected 
improvements in the terms of trade may allow national income to 
rise slightly. Unemployment in 1982 is expected to rise in any 
event, and recent developments suggest that the increase will 
be even greater than earlier projected, even with the 
Government's planned employment-boosting measures. The 
seasonally-adjusted unemployment rate could rise to above 12 
percent of the work force by year-end. As a result there could 
be increasing public pressure for further Government action, 
or, at a minimum, for a reduction in the planned budget cuts, 
and this could force the Government to retreat from its goal of 
reducing the budget deficit, at least in the short run. 


Although the near-term outlook for the Netherlands is not 
Dbright, the country still has a strong, wealthy and diversified 
economy. It is helped by such favorable fundamentals as its 
strategical geographic location, its educated, productive labor 
force, extensive infrastructure and large deposits of natural 
gas, and these have been reinforced recently by relatively low 
inflation, modest rises in unit labor costs, a strong currency, 
and softening interest rates. Thus, there is still some cause 





for optimism. If the authorities can resist short term 
pressures for additional government programs, and can put into 
place measures to halt -- and eventually reverse -- the growing 
government share of national income, together with other 
measures to boost corporate profitability and investment, the 
Netherlands should be in a good position to experience renewed 
economic expansion in the middle of the decade. 


Postscript: The drafting of this report was completed in early 
May and the thrust of the analysis is still valid. Subsequent 
disagreement within the cabinet on the implementation of 
measures designed to reduce the budget deficit led to the 
withdrawal of the Labor Party on May 12. An interim minority 
cabinet of ministers from the CDA and D'66 parties has been set 
up. National elections are scheduled for September 8, 1982. 
Economic policy issues are expected to dominate the election 
campaign and polls suggest that the elections will lead to a 
CDA/VVD-controlled coalition sympathetic to structural budget 
reform and better control over social payments and the indexing 
system. Even so economic reform my prove hard to implement. 


IMPLICATIONS FOR THE UNITED STATES 


Since the short-term outlook for the Dutch economy is not 
encouraging, there probably not be any significant increase in 
U.S. exports in 1982 over the 1981 level . Nevertheless, the 
Netherlands will continue to be one of the most important 
markets for U.S. exports. Department of Commerce figures put 
U.S. exports to the Netherlands at $8.6 billion in 1981, down 
one percent from the 1980 figure, despite the significant 
appreciation of the dollar and despite the Dutch recession that 
has caused imports generally to fall much more. Although there 
was a strong increase in Dutch exports to the United States in 
1981, the balance in our trade with the Netherlands was a hefty 
$6.2 billion in our favor. 


Continued strengthening of the guilder, as part of the European 
Monetary System, should help U.S. merchandise exports to hold 
their own in 1982. Improvement in the short-term economic 
situation will be largely influenced by developments in the 
rest of Europe and in the United States, and the uncertainties 
in the global picture make predictions difficult. While 
awaiting an upturn, American exporters can enhance their 
present strong position by demonstrating reliability in meeting 
quality and delivery commitments. In turn, they will find a 
receptive market in the Netherlands for products exhibiting 
significant technological improvements and innovations. 


U.S. exports to the Netherlands for 1980 and 1981 are given 
below by major commodity groups (in millions of dollars) and 
then according the major increases (in thousands of dollars). 
All figures are from U.S. Department of Commerce sources. 





Crude Materials - inedible, 
except fuel 

Machinery & Transport Eq. 

Food 

Chemicals 

Mineral Fuels, Lubicants 

Misc. Mfg. articles, NEC 

Manufactured goods (by material) 

Animal & Veg. Oils & Fats 

Beverages & Tobacco 

Other 





INCREASED EXPORTS 


Bituminous Coal 

Power Generating £&q. 

Prof. Scient. & Control Instr. 
Airplane Parts 

ADP & Calculator Parts 

ADP Input/Output Units 
Non-piston Engine Parts 
Electro-medical Eq. (excl. Radiol.) 
Constr. & Mining Mach. Parts 
Office Machines 

Medical Instr. & Appliances 
Motor Vehicle Parts 

Plywood 

Aircraft Engines & Parts 

Food Processing Mach. 

Pump Parts 

X-Ray 

Furniture 

Typew. & Word Proc. 

Wash, Clean, Dry &q. 


1980 
208,415 
167,932 
190,466 
176,867 
99,39 
99,824 
109,780 
62,699 
47,697 
27,273 
21,311 
23,173 
4,395 
4,238 
12,915 
11,241 
10,186 
7,870 
5, 786 
736 


Percent 
Change 
1981/1980 





Percent 
Change 
1981/1980 
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DECREASED EXPORTS 


Measuring & Control Instr. 162,603 [56,573 
Photo Eq. & Optical 141,590 128,644 
Airplanes 168 , 030 73,414 
Telecommun. & Reprod. £q. 61,588 SS 7223 
Digital CPU 73,926 35,913 
Yarn, Fabrics, Textiles 47,489 Sop or 
Complete Dig. ADP 36,919 335453 
Metalworking Mach. 28,304 24,172 
Apparel 27,078 15,949 
Handtools L3Lo7 11,941 
Passenger Motor Veh. 24,310 Si. Ort 
Filter & Purif. Mach. 8,344 1,tQS 
Refrigerators & Ref. Eq. 10,291 6,516 
Agric. Mach. - Harvesting 7,746 5,499 
Pumps for Liquids 6,156 S403 


With over $8 billion invested at year end 1980, the United States 
is the largest investor in the Netherlands. The Dutch Government 
promotes foreign investment and offers investment incentives such 
as non-discriminatory treatment, guaranteed repatriation of 
profits, and favorable tax provisions to stimulate investment in 
the Netherlands. The Netherlands clearly has an attractive 
environment for foreign investors. However, it would only be fair 
to caution prospective investors that their obligations will be 
different from those in the United States. Unpleasant surprises 
can be avoided if investors first ascertain the legal obligations 
and customary practices regarding tenure of employment, the 
obligation to consult employees' Works Councils on decisions 
affecting their conditions of employment, the need to obtain 
permission for a reduction in workforce or for a closure, and the 
financial arrangements to provide substantial severance 
compensation to dismissed employees. There have been several 
recent instances where American firms seeking to close down 
unprofitable operations have experienced lengthy court procedures 
and other costly delays, including worker protests and plant 
occupations. Work Councils are a permanent and integral part of 
the management process of the Netherlands. In general, their power 
to challenge management decisions involving employees is likely to 
continue to complicate management problems. 


The year 1982, when the bicentennial of U.S. - Netherlands 
diplomatic and trade relations is being celebrated, is an 
appropriate time for American business concerns to give careful 
consideration to new or expanded sales efforts in the Netherlands. 
Both Dutch and American business communities and Governments have 
organized commercial events in both countries to foster a 
continuation of the 200 years of unbroken, friendly relations. The 





Dutch Government emphasizes the welcome business climate in the 
Netherlands that makes it not only a significant market for 
U.S. goods but also an important gateway to the rest of Europe 
with well equipped ports and an excellent transportation 
network. Dutch firms broker, process and redistribute goods 
throughout the world. 


To help American firms sell in the Dutch market, the U.S. 
Department of Commerce and the U.S. Foreign Commercial Service 
perform a variety of services such as providing market research 
and background reports on Dutch companies, organizing visits to 
U.S. exhibitions, helping U.S. firms exhibit in Dutch trade 
fairs, arranging appointments for U.S. trade missions, finding 
Dutch agents and distributors for U.S. firms, and developing 
trade opportunities in the Netherlands for U.S. exporters. To 
take advantage of these programs, American companies are urged 
to contact one of the District Offices of the Department of 
Commerce located in 46 cities throughout the United States. 





